10

11

12

13

14

15

16

17

18

19

20

F
e IEED ‘ wgc
OCT 14 2019

M&J
ENERGY AND ENVIRONMENT CABINET

Department for Natural Resources

Division of Oil and Gas

(Amended After Comments)

805 KAR 1:020. Protection of fresh water zones.

RELATES TO: KRS 349.045. 349.110, 353.520

STATUTORY AUTHORITY: KRS 349.115, [Chapterd3A;] 353.540, 353.550, 353.560

NECESSITY, FUNCTION, AND CONFORMITY: KRS 353.540 authorizes the
Department for Natural Resources to administer and enforce the provisions of KRS 353.500 to

353.720. KRS 349.115 authorizes the Department for Natural Resources to adopt all rules.

administrative regulations, and amendments to implement the provisions of KRS Chapter 349

goveming coal bed methane wells. This administrative regulation establishes the requirements to

protect fresh water zones from contamination associated with the production of oil and gas. [The

Blewaws—eave-ins seepazes-and fires |

Section 1. [Definitie
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Seetion—2:] Protection of Fresh Water Zones for Drilling and[/e¢] Plugging Operations. (1)

During drilling operations, one (1) of the following methods shall be used to protect fresh water
zones:

(a) Method A. Casing shall be set on a casing shoulder and said casing shall have a shoe
installed on the bottom of the bottom joint. Upon the completion of the drilling program, all the
recoverable casing must be removed or cemented to the surface.

(b) Method B. Casing shall be set on a shoulder and cemented sufficiently to cover 100 feet
including the shoe. Upon completion of the drilling, all of the recoverable casing must be removed
or cemented to the surface.

(c) Method C. A top to bottom drilling mud system with a filtrate water loss of less than ten

(10) cubic centimeters, as established in “Recommended Practice for Field Testing Water-based

(]
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Drilling Fluids” API RP 13B-1 Fourth Edition. March. 2009 [determined-by—AmericanPetroleum

keentueley40512-4690]. Certification of filtrate water loss shall [must] be made by the operator.

(2) In the event a well is to be plugged, then it shall be plugged in the manner prescribed by
805 KAR 1:060 [er805-KAR1:070].
Section 2[3]. Protection of Fresh Water Zones. Any well drilled in the Commonwealth of

Kentucky subject to the jurisdiction of the Division of Oil and Gas [Depastment—forNatural

ton] shall be equipped with

the following fresh water protection prior to production or injection.

(1) A protective string of casing, be it surface, intermediate, or long string, shall extend thirty
(30) feet below the deepest known fresh water zone. The [Sueh] protective string shall have cement
circulated in the annular space outside said casing of a sufficient volume of cement, calculated using
approved engineering methods, to assure the return of the cement to the surface. In the event cement
does not return to the surface, every reasonable attempt will be made to fill the annular spaces by
introducing cement from the surface. If the intermediate casing or long casing string is:

(a) Cemented to the surface; or

(b) Cemented thirty (30) feet into the next larger string of cemented casing in conformity
with prescribed procedure, the string or combination of strings shall be considered as the fresh water

protection.
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(2) In areas where abnormal pressures are expected or encountered, the surface and/or
intermediate casing string shall be anchored in sufficient cement, at a sufficient depth to contain said
pressures, and blowout prevention valves and related equipment shall be installed.

(3} If a well is drilled through a void, the hole shall be drilled at least thirty (30) feet below

the void, the annular space shall be cemented from the base of the casing up to the void and to the

surface from the top of the void, or it shall be cemented at least fifiy (50) feet into the next higher

string or strings of casing that are cemented to the surface and be verified by a cement top log. If an

may approve alternative casing procedures proposed by the operator, if the director determines that

the altemative casing procedures are operationally equivalent to the requirements imposed by this

subsection. If an operator encounters more than one (1) void. the department may also impose special

requirements on the operator to prevent communication between two (2) or more voids.

[Section4- Wells-Used-fornjas de.
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Section 3. Material Incorporated by Reference. (1) “Recommended Practice for Field Testing

Water-based Drilling Fluids” APIL RP 13B-1 Fourth Edition, March, 2009, is incorporated by

reference;




E<Y

(2) This document may be inspected, copied. or obtained. subject to applicable copyright

law. at_the Kentucky Department for Natural Resources, Division of Qil and Gas. 300 Sower

Boulevard, Frankfort, Kentucky 40601. Monday through Friday. 8 a.m. to 4:30 p.m., Eastern

Prevailing Time.
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REGULATORY IMPACT ANALYSIS

AND TIERING STATEMENT
Administrative Regulation No.: 805 KAR 1:020 Contact number: (502) 782-6720
Contact Person: Michael Mullins Email: michael.mullins@ky.gov

(1) Provide a brief summary of:

(a) What this administrative regulation does: This administrative regulation protects fresh
water zones from contamination associated with the production of oil and gas.

(b) The necessity of this administrative regulation: This administrative regulation is
necessary to protect freshwater zones.

(¢} How this administrative regulation conforms to the content of the authorizing statutes:
KRS 353.550 authorizes that the department shall have the authority to set forth the
requirements for casing, operation and plugging of wells to prevent escape of oil or gas, and
the detrimental intrusion of water. This administrative regulation sets forth requirements for
the protection of freshwater zones.

(d) How this administrative regulation currently assists or will assist in the effective
administration of the statutes: This administrative regulation assists in the effective
administration of the statutes by protecting freshwater zones.

(2) If this is an amendment to an existing administrative regulation, provide a brief summary of:

(a) How the amendment will change this existing administrative regulation: This amendment
deletes definitions that will then be inserted into a new definition administrative regulation
for the chapter. It also updates material incorporated by reference and inserts necessary
language for the merging of coalbed methane information into the administrative regulation.
In response to a comment received during the public comment period the administrative
regulation was updated to include “Eastern Prevailing Time” to clarify for individuals
interested in obtaining copies of material incorporated by reference that the Division’s office
hours are in Eastern Time.

(b) The necessity of the amendment to this administrative regulation: This amendment is
necessary to place information related to coalbed methane wells into 805 KAR Chapter 1 as
well as update forms and remove definitions. The amendment in response to comments was
necessary to correctly interpret the time zone for the Division*s office hours.

(c) How the amendment conforms to the content of the authorizing statutes; This amendment
conforms to the authorizing statutes by inserting information related coalbed methane wells
and the protection of freshwater zones. The amendment in response to comment conforms to
the authorizing statute by clarifying the intent of the Division’s office hours.



(d) How the amendment will assist in the effective administration of the statutes; KRS
353.550 authorizes that the department shall have the authority to set forth the requirements
for casing, operation and plugging of wells to prevent escape of oil or gas, and the detrimental
intrusion of water. These amendments assists in the effective administration of the statutes
by providing information that protects freshwater zones for coalbed methane wells in the
same location as all other oil or gas wells. The amendment made in response to comment
assist in the effective administration of the statutes by clarifying the time zone for the
Division’s office hours.

(3) List the type and number of individuals, businesses, organizations, or state and local
governments affected by this administrative regulation: There are approximately 1,060 active oil
and gas operators in the commonwealth.

(4) Provide an analysis of how the entities identified in question (3) will be impacted by either the
implementation of this administrative regulation, if new, or by the change, if it is an amendment,
including:

(a) List the actions that each of the regulated entities identified in question (3) will have to
take to comply with this administrative regulation or amendment: The entities listed in
question (3) above will be required to comply with the provisions of this administrative
regulation for coalbed methane wells as well as the new document incorporated by reference.
If the impacted entities are interested in making copies of the material incorporated by
reference then they will nced to use Eastern Prevailing Time when interpreting the Division’s
office hours.

(b) In complying with this administrative regulation or amendment, how much will it cost
each of the entities identified in question (3): Compliance with these amendments will not
cost the regulated entity any additional funds. These requirements are currently in 805 KAR
9:010.

(c) As a result of compliance, what benefits will accrue to the entities identified in question
(3): Oil and gas operators will benefit from having all the information related to drilling a
gas well in one location including coalbed methane.

(5) Provide an estimate of how much it will cost the administrative body to implement this
administrative regulation:

(a) Initially: There will be no costs to the administrative body with implementation of this
amendment.

(b) On a continuing basis: There will be no costs to the administrative body with
implementation of this amendment.

(6) What is the source of the funding to be used for the implementation and enforcement of this

administrative regulation: The funding for implementation of the amendments to this
administrative regulation will be a combination of general funds and restricted funds.
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(7) Provide an assessment of whether an increase in fees or funding will be necessary to implement
this administrative regulation, if new, or by the change if it is an amendment: The amendments to
this administrative regulation will not require an increase in fees or funding.

(8) State whether or not this administrative regulation established any fees or directly or indirectly
increased any fees: This administrative regulation does not establish or increase any fees.

(9) TIERING: [s tiering applied? (Explain why or why not) No. All entities that operate an oil or
gas well in the Commonwealth will be required to meet the same standards regarding protection
of freshwater.

1



FISCAL NOTE ON STATE OR LOCAL GOVERNMENT

Administrative Regulation No.: 805 KAR 1:020 Contact number: (502) 782-6720
Contact Person: Michael Mullins Email: michael.mullins@ky.gov

1. What units, parts or divisions of state or local government (including cities, counties, fire
departments, or school districts) will be impacted by this administrative regulation? The Division
of Oil and Gas and the Division of Water.

2. Identify each state or federal statute or federal regulation that requires or authorizes the action
taken by the administrative regulation. KRS 353.540, 353.550, and 353.560.

3. Estimate the effect of this administrative regulation on the expenditures and revenues of a state
or local government agency (including cities, counties, fire departments, or school districts) for
the first full year the administrative regulation is to be in effect.

(a) How much revenue will this administrative regulation generate for the state or local
government (including cities, counties, fire departments, or school districts) for the first
year? This administrative regulation will not generate revenue.

(b} How much revenue will this administrative regulation generate for the state or local
government (including cities, counties, fire departments, or school districts) for subsequent
years? This administrative regulation will not generate revenue in subsequent years.

(c) How much will it cost to administer this program for the first year? There will not be a
cost increase associated with the amendments to this administrative regulation.

{d) How much will it cost to administer this program for subsequent years? Future costs
would remain essentially unchanged related to this amendment.

Note: If specific dollar estimates cannot be determined, provide a brief narrative to explain the
fiscal impact of the administrative regulation.

Revenues (+/-): NA

Expenditures (+/-): NA

Other Explanation: NA



SUMMARY OF MATERIAL INCORPORATED BY REFERENCE
805 KAR 1:020

This administrative regulation incorporates the following documents:
I. Recommended Practice for Field Testing Water-based Drilling Fluids” API RP 13B-1

Fourth Edition (March 2009) This document details how an operator can protect a freshwater zone
during drilling operations. This is newly incorporated document and consists of 91 pages.
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